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Highlights of 1977 


The start-up of production at the 
Navan zinc/lead mine in mid 
June, 1977 was the highlight of 
the company’s activities during 
1977. The project completion cost 
was substantially in line with 
budget; this was particularly sat- 
isfying in view of the inflationary 
factors experienced during the 
construction period. 


Production began on June 13, 
1977 and commissioning pro- 
ceeded with no significant tech- 
nical problems; mill production 
and recoveries steadily improved 
and commercial production was 
achieved at year end. Recoveries 
now exceed the levels expected 
in planning. 


An industrial dispute, which 
commenced with a ‘go-slow’ by 
development miners during April 
and culminated in a six week 
strike, adversely affected both 
mine production and develop- 
ment. Difficulties were also exper- 
ienced from mid July in railing 
concentrates into the Dublin 
shipping terminal because of the 
repeated obstruction of trains 
by the employees of a neighbour- 
ing company. Both of these 
difficulties were separately res- 
olved during November and mine 
production and rail transportation 
have been satisfactory since then. 


These factors escalated the costs 
of the start-up period and as a 
result necessitated the draw-down 
of additional finance. This was 
provided by the  Toronto- 
Dominion Bank Loan Consortium 
which increased the Bank Loan 
facility from $100 million to $112 
million during August, 1977. 


Market conditions continued to 
deteriorate during 1977 with the 
European producer price for zinc 
falling from $795 to $700 per 
tonne in- May 1977, to $600 per 
tonne in November and_ sub- 
sequently to $550 per tonne in 
February 1978. The fall in the 
zinc price had a particularly severe 
effect on the company’s net 
smelter returns. The immediate 
market outlook for zinc is not 
encouraging, in spite of the 
prospects for some improvement 
in the European producer zinc 
price during 1978. 


Difficulties have also been exper- 
ienced with deliveries of zinc 
concentrates to some of Tara’s 


customers. The Company has been 
reluctant to reduce concentrate 


tonnages in view of current 
cash flow and the Company’s 
financial position. 


Because of the decline in the 
zinc price and the unfavourable 
market outlook, negotiations are 
taking place with the Toronto- 
Dominion Bank Loan Consortium, 
Export Development Corporation 
of Canada and others to re-order 
Tara Mines’ debt re-payment 
schedule. It will be necessary to 
conclude aé_ revision to the 
re-payment schedule prior to July 
20, 1978 when the first payment 
of principal is due. 


In these circumstances tight con- 
trol of operating costs and capital 
expenditures will be given part- 
icular emphasis. 


During July, 1977 the company 
was offered and agreed to acquire 
1,000,000 shares in Northgate 
Exploration Limited and financing 
was arranged through a Canadian 
chartered bank. This acquisition 
increased the company’s share- 
holding in Northgate from 7.3% 
to 21.8%. 


The Directors gratefully acknow- 
ledge the dedication of the em- 
ployees whose efforts made a 
material impact on the company’s 
activities during a start-up year 
made more difficult by adverse 
market conditions. 


For the Board of Directors 


MICHAEL McCARTHY 
President 


May 30, 1978 
Dublin, Ireland. 


The Year in Review 


Marketing 


The market outlook for lead and 
zinc, the two metals produced 
at the Navan mine, differ with a 
depressed outlook for zinc and a 
favourable outlook for lead. How- 
ever, as zinc and lead are produced 
in a ratio of 5:1, the overall 


1978, these stock levels will dep- 
ress the price outlook for zinc. 


The following table summarises 
the production and consumption 
of zinc in the western world 
in the last five years: 


market outlook for the company 
is, on balance, unfavourable. 


mee ZINC METAL 

The contracts under which zinc 

sales have been made to six EEC : 19/3 1974 1975 1976 1977 
smelters and one non EEC cus- (tonnes) 

Pac Bee are Seite - Consumption (000) — 4875 4569 3572 4213 4107 
received per tonne of zinc metal . Production(’000) 4258 4368 3768 4135 4267 
in concentrates are directly pro- Stocks: Year end (000) 419 Oo) 1042 990 1074 
portional to the European pro- - 

ducer price for zinc metal. Thus European producer price; 

the fall in the European producer Vearend ($) 695 839 795 795 600 


price in 1977 has had a severe 
impact on the Company’s cash 
flow. The price was reduced in 
May 1977 from $795 per tonne 
to $700 per tonne and further 
reduced to $600 per tonne in 
November 1977. As a result of 
further price discounting in 1978, 
a third price reduction was sub- 
sequently made in February, 1978 
to $550. 


Lead 


In contrast with zinc, supply and demand for lead in the western 
world are favourable and a decline in metal stocks since the end of 
the recession has supported considerably improved prices, as the 
following table shows: 


As the market outlook for zinc LEAD METAL 


deteriorated during late 1977/ 

early 1978 some customers 1973 1974 1975 1976 1977 
requested delayed deliveries and lene 

a a RR A rc Consumption (’000) 3745 3666 3162 3548 3741 
reluctant to reduce deliveries from Production (000) 3531 3565 3279 3499 3673 
contracted tonnages because of its Stocks: Year end (000) 383 516. 584. 471 460 
onerous financial burden follow- — 

ing the development of the Navan LME Price; Year end (£) 253 222 168 259 = 3/1 


mine. 
Growth in lead consumption in 1977 caused a strong demand for 
lead concentrates which were shipped to two EEC customers as soon 
as produced. Demand for lead concentrates is expected to remain 
strong through the balance of 1978 and into 1979. 


The European zinc industry has 
cut production of metal and 
currently production is in line 
with demand. However, stock 
levels are high and, although some 
price increase is expected during 


Production 


Start-up and production of first 
concentrates from the Navan 
mine and mill were achieved on 
JuUNneMS od. 


The mine development  pro- 
gramme was hindered by in- 
dustrial action caused by a dispute 
over miners’ bonus. The dispute 
took the form of a ‘go-slow’ 
by underground miners between 
mid April and late September, at 
which time mine development was 
suspended. Due to the industrial 
dispute, 435,000 tons of pro- 
duction was lost and the mine 
development programme was 
delayed by approximately four 
months. The dispute ended in mid 
November when agreement was 
reached on the preparation of a 
modified bonus scheme. By the 
end of 1978 it is expected that the 
mine will be producing at the full 
annual production rate, 2.3 
million tonnes of ore. 


During the period of the dispute 
the mill continued to operate 
using stockpiled ore built up dur- 
ing the development phase. In the 
period from start-up to the 
beginning of commercial pro- 
duction on January 1, 1978 
concentrate production from the 
mill was as follows: 


Ore Milled 

Zinc Head Grade 

Zinc Concentrate Produced 
Zinc Concentrate Grade 


Lead Head Grade 
_ Lead Concentrate Produced 
Lead Concentrate Grade © 


The start-up and run-in of the 
concentrator were carried out 
successfully and commercial grade 
concentrate was produced follow- 
ing relatively minor revisions to 
the circuit..No major design pro- 
blems were encountered and it has 
been established that production 
design rate, metal recoveries and 
concentrate grade can be achieved. 


Lead and zinc recoveries have 
both exceeded the original fore- 
cast and planned recoveries have 
now been increased to 83% in 
the case of lead and to 91% in 
the case of zinc 


Targeted production for the mill 
is 400,000 tonnes per year of 56% 
zinc concentrates and 70,000 
tonnes of 62% lead concentrates. 


Mine 


17,000 meters of lateral develop- 
ment had been completed by 
production start-up from the 
underground mine in June 1977. 
This development work provided 
declines, stope access, haulage- 
ways, pilot drifts and slashing to 
stope boundaries. 


A competent host rock permitted 


Tonnes 
olan 
DM’ 


Pb 2.0 


OMI. 15,449 © 
eb 


716,445 
265 


63.10 


the development of 12.5 meters 
wide by 15 meters high stope 
Openings. Excavated stopes are 
backfilled with cemented, class- 
ified mill tailings thereby allowing 
removal of intervening pillars. 
Up to fourteen stopes will operate 
concurrently feeding ore to the 
underground crusher station. Pre- 
production development provided 
a start-up stock pile of 570,000 
tonnes or ore. 


Hoisting capacity is 840 tonnes 
per hour and the production shaft 
contributes substantially to mine 
ventilation with an induced draft 
of 350,000 c.f.m. At full pro- 
duction rate the mine ventilation 
system, based on fans located at 
the bottom of the ventilation 
raises, will move air at a rate well 
in excess of 1,000,000 c.f.m. The 
location of the fans below ground 
has resulted in a_ considerable 
reduction of surface noise levels 
over the noise levels probable 
with fan stations located on 
surface. 


The majority of Tara’s under- 
ground miners and surface per- 
sonnel have been recruited locally 
and trained by Tara. The Com- 
pany is satisfied with the level of 
skills achieved and is confident 
that targeted production levels 
will be attained. 


Mill 


The mill design was influenced 
by environmental considerations. 
The external appearance of the 
mill and its internal configuration 
are designed to provide operating 
efficiency while meeting realistic 
environmental standards. 


The milling process is substantially 
automated with grinding, crushing 


and Ph control operating on an 
automatic system and _ reagent 
circuits under remote manual con- 
trol. The systems have been 
designed so that the reagent 
circuit can be readily automated 
in the future. 


Port Facility 


The shipping terminal in Dublin 
Port became operational shortly 
after start-up. The terminal con- 
sists of a tippler building where 
the 55 tonne capacity rail wagons 
are unloaded, a 25,000 tonne 
capacity storage building and a 
sophisticated shiploading mech- 
anism. All concentrate movement 
within the terminal is totally 
enclosed and strict environmental 


controls have been implemented. 


Tara’s operations in the Port were 
seriously disrupted by employees 
of a neighbouring company who, 
in furtherance of a labour dispute 
with their employer, impeded the 
movement of trains into the ter- 
minal between mid July and 
November 1977. This dispute was 
finally resolved in November. 


S 


Investments 


In July of 1977 Tara was offered 
1,000,000 shares of Northgate 
Exploration Limited at a price of 
USS $7,500,000 Thevofren to 
purchase the Northgate shares was 
accepted and _ financing was 
arranged through a Canadian 
Chartered Bank. The company’s 
effective holding in Northgate 
Exploration Limited is 1,501,714 
shares representing 21.8% of the 
issued stock. 


A 1977 consolidated net loss of 
Can. $590,000, after an extra- 
ordinary credit of $178,000, was 
reported by Northgate compared 
LOT OMAOL 


with a net loss in 


$598,000. There was no extra- 
ordinary item in 1976. 


Northgate’s net revenues from 
metal and metal concentrate pro- 
duced by the Tynagh mine in 
the Republic of Ireland amounted 
to Can. $13,908,000 against Can. 
$11,683,000 for 1976. Revenue 
increases were more than offset 
by increases in operating costs 
and substantial increases in explor- 
ation costs. because of greater 
exploration activity. Total oper- 
ating costs in 1977 were Can. 
$13,260,000 (1976° 1 — W@an: 
$11,542,000) and_ exploration 
costs were Can. $2,371,000 (1976 
— Can. $1,541,000). Northgate’s 
non operating income for 1977, 


which mainly comprises interest 
on short-term investments, 
amounts to Can. $2,102,000 
(1976 — Can. $2,435,000). During 
1977 the company received a div- 
idend of 25¢ per share amounting 
to $375,428 from its investments - 
in Northgate. 


Northgate’s investments include 
equity interests in the following 
companies: 24% in Anglo United 


Development Corporation Lim- 


ited, 9.97% in Tara Exploration 
& Development Company Lim- 
ited, 5.2% in Vestgron Mines 
Limited, 31.5% in Whim Creek 
Consolidated N.L. and 45% in 
Westfield Minerals Limited. 


Exploration 


Tara Prospecting Limited con- 
tinued an active exploration pro- 
gramme in Ireland during 1977. 


At year end, Tara Prospecting ~ 


Limited held 88 prospecting lic- 
ences, 29 of which were the 
subject of joint ventures. This 
compares with 116 licences, 16 of 
which were joint ventures, held at 
the end of 1976. 


It is believed that the best explor- 
ation potential for base metals 
in Ireland lies in the Lower Car- 
boniferous limestones in Leinster, 
the province in which the Navan 


mine was found. Regional gravity 
and magnetic surveys together 
with geological mapping indicate 
that within this area are geological 
environments similar to those that 
have already yielded major ore- 
bodies. Consequently, the main 
thrust of base metal exploration 
is being concentrated in this area. 


Exploration for radioactive miner- 
alization was pursued through a 


joint venture with Irish Base 


Metals Limited. This programme 
was partly funded by an EEC 
grant of $82,400 in the year 


9 


1976/ 1977 and will be partly 
funded by EEC grants of 
$264,500 in the year 1977/1978. 
In this programme initial car and 
airborne surveys were followed up 
by ground surveys. Several anom- 
alies have been located which 
warrant detailed investigation. A 
programme of diamond drilling is 
now being planned and will be 
carried out in the second half of 
1978. The principal areas of 
interest for radioactive minerals 
are Co. Kilkenny, Co. Donegal 
and Co. Galway. 
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L Electro fishing on the River Blackwater. 


Tara commissioned the Inland Fisheries Trust to undertake 
an electro fishing survey of the rivers in the Navan area. 


The exercise formed part of an extensive environmental 
examination of the Navan area prior to and during the 
development. The design and construction of the project 
took into account the sensitivity of local authorities to 
matters which might impact on the environment and the 
location of the orebody close to an urban area. 


2. Shiploader at Dublin Port. 


The storage terminal and shiploading facility is fully oper- 
ational in Dublin Port. The terminal receives three trains 
per day from the mine site and can load ships at a rate of 
up to 1,000 tons per hour. 


Special precautions were taken in the design and con- 
struction of the facility because of its proximity to a grain 
unloading and storage terminal. All concentrate handling 
facilities in the port area are totally enclosed. 


Tippler building at Dublin terminal. 


A specially designed tippler mechanism allows concentrate 
wagons to be unloaded within a totally sealed area. The 
wagons are lifted from the track and their contents fed to 
an underground conveyor which transports the concentrate 


to the storage building. The storage capacity of the terminal 
is 25,000 tons. 


4. On-stream analyser. 


Analyses of both concentrates and tailings are provided 
automatically by the on-stream analyser. 


5. Face blasting. 


Special precautions are taken to keep vibration levels from 
blasting to a minimum. Charges are detonated on a timed 
sequence rather than simultaneously. With this and other 
measures it is possible to keep vibration levels: below 
_ 0.3 in./sec. peak particle velocity at the perimeter of the 

mine property. 


Riddell 


& Co. e CHARTERED ACCOUNTANTS 


- AUDITORS' REPORT 


To: the Shareholders of 
Tara Exploration and Development Company Limited 


We have examined the consolidated balance oheek e Tara Exploretion and 
Development Company Limited as at December 31, 1977 and the consolidated statements 
of exploration, Wey copier: and preproduction expenditures deferred, income 
and deficit ana changes in financial position for the year then ended. Our 
examination of Tara Exploration and Development Company Limited and the subsidiary 
of which we are the audirors was made in accordance with generally accepted 
auditing gtandarda, and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. With respect to other subsidiary 
companies, we have carried out such enquiries and examinations as we considered 


necessary in order to rely on the reports of their auditors for purposes of 


consolidation. 


In our opinion, these consolidated financial statements present fairly the 


financial position of the company as at December 31, 1977 and the results of its 
operations and the changes in its financial position for the year then ended in 


accordance with generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. . 


T te, Canad Thotue Resell \ Ae 


May 2.1978 : Chartered Accountants 


Offices across Canada: internationally McLintock Maih Lafrentz & Co. 
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TARA pore TION AND DEVELOPMENT 


COMPANY LIMITED 


(Incorporated under the laws of Ontario) 
and its subsidiary companies 


CONSOLIDATED BALANCE SHEET 
December 31,1977 
Expressed in U.S. dollars 


ASSETS 


Current Assets 
Cash including term GepoOsits . 6... oi occcccsec teres eee 
Smelter settlements receivable, at estimated net realizable value ......... 
Accounts receivable and prepaid ExPenses..........cccccssesoversosscevetecseceeeeses 
Inventories (NOte 3) o....ti ec es 


Investments 
Associated company (note 4) col ccisicciscr ec 
Other companies, at COSE 0c... cocliisc ici iccc perecper stan ee 


Fixed Assets 
Land, buildings, equipment and construction in progress, at cost ........ 
Less accumulated Gepreciation oo. ciic cheers ee 


Other Assets and Deferred Charges (note 5) ..........ccccccccccescnessssesececeececeeeeees 


LIABILITIES 

Current Liabilities 
Accounts payable and accrued liabilities ................:ssssscccerenereececenenecees 
Income taxes DayaDle ois eis es 
Due to SRAreHOlGeTS coco cciciccesceciccer tect eres ee 


Long Term Debt (mote 6) ..cecccicccckbicee eis ts 


- Deferred Income Taxes .........5o ce. 


IVIOTity ETOreSt nw. celica erica tenet eevee ete 


SHAREHOLDERS’ EQUITY 
Capital Stock (note 7) 
Authorized - 7,000,000 shares of Cdn. $1 each 
Issued - 6,459,360 shares (1976 - 6,457 ,360)............::ccccccceseeeseeee 
Contributed Surplus (note 2) coos eects eee ccs 


DCTICIE vcs ei a 


Capital commitments (note 8) 
Contingent liabilities (note 9) 
Subsequent events (note 12) 
Approved by the Board 

MICHAEL McCARTHY, Director 


BRENDAN HYNES, Director 


107 
$ 2,566,000 
3,667,000 


2 482, 000 


8,984,000 
17,699,000 


~ 10,920,000 


~ 10,920,000 


3,791,000 


83222 000 


77,992,000 


Bisse Bs, 000 


$ 11, 0 3,000 
- 350,000 
242,000 

. eee 
19,490,000 

141,985,000 


_ 2,217,000 


2 a sub : 


6,225,000 
19,062,000 
35,287,000 


1,539,000 


23,748,000 


1976 
$ 320,000 


1,609,000 
1,929,000 
4,298,000 


__ 352,000 
4,650,000 


* a Li 
68,066,000 
68,066,000 


57,149,000 
$131,794,000 


$ 12,503,000 
208,000 
92,000 


12,803,000 


90,291,000 
1,070,000 
2,393,000 


6,223,000 
19,032,000 
25,255,000 

18,000 
25,237,000 


$189,833,000 $131,794,000 


CONSOLIDATED STATEMENT OF EXPLORATION, DEVELOPMENT AND 


PREPRODUCTION EXPENDITURES DEFERRED 
Year Ended December 31, 1977 
Expressed in U.S. dollars 


Mine exploration, development, mining and administration .............cc0cccee00+ 
eae ee 
POA Str ative ANG CCCI al ise ovo ei 
B55 IG IIL EVAN SOE ALi cc escccliveseccoscceterescotinenss 
Interest and other costs of servicing long term indebtedness .................0000+ 
ee 


Deduct 
Ge To 
CUIKERCY TFANSIATION GCJUSTMENE (on. icbocccctcesscscswenesso<seesscdsccceccsessees: 
Net concentrate sales and concentrates ON Nand .0..........cccceegecsceeeeesenues 


Expenditures (net) before income taxes a. 
ON 
Expencitures (et) fOr thE Voak oon eo ecco ecccccceceseseccoseccotsetreceecdeeeesenrtee 
Balance deferred at beginning of year ..................0sccceecveneeeoeeees ee 


Deduct 
Deferred expenditure written off relating to prospecting licences 
SULPOCNCOLOG 1 CAG hice ciec ser rssh te essen ese stercoeen eens 

Balance deferred at end of year 


PRO e meen ener easesosenassneesnsesescnsnsasseeKoneseuonvessy ¥ 


CONSOLIDATED STATEMENT OF INCOME AND DEFICIT 
Year Ended December 31, 1977 


Expressed in U.S. dollars 


Deter ed EXDENGIEULES WHITTEN OFF oir. coscccciscsscscsescessssespecceeoncecpserstttversereres 
Interest on long term indebtedness relating to investment in 

Ee see gico fole ashe ha IME a ee en ee Sea 
ae Cl ee ee 
BOUITY 11 1085 OF ASSOCIATE” COMPO. o.oo coccescccnesccsteecgecne ocaeteneanscccesasecn ones 
ROSS TOP ENG Veal (OTe Fnac shee nseeestdeesvssercesecerssenascrnceessernes 


Deficit (retained earnings) at beginning Of year ...............:cceceeeeesereerneeeneeeeees 
DG TECEE AE GEN OE VRS coisas everson teers: 


77 
$18,506,000 
425,000 
2,276,000 
5,128,000 


~ 11,246,000 
__ 3,803,000 
41,384,000 


290,000 
239,000 
_ 19,408,000 
_ 19,937,000 


21,447,000 

1,282,000 
22,729,000 
49,529,000 


72,258,000 


395,000 
$71,923,000 


1977 
$ 335,000 


- 274,000 
_ 352,000 
560,000 
1,521,000 
18,000 

$ 1,539,000 


1976 
$15,503,000 
411,000 
1,534,000 


5 823,000 


23,271,000 


340,000 
137,000 


477,000 


22,794,000 
1,068,000 


23,862,000 


25,923,000 
49,785,000 


256,000 
$49 529,000 


1976 
$ 256,000 


256,000 


(238,000) 
$ 18,000 
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16 TARA Pexriaes TION AND DEVELOPMENT 


COMPANY LIMITED 


and its subsidiary companies 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
Year Ended December 31, 1977 
Expressed in U.S. dollars 


1977 ‘1976 
Working Capital derived from 


Bank and other lOaNs 00 i a $59,569,000 $55,855,000 
Issue: OF SNANCS (cose ees » 32,000 

Dividends from associated COMPANY cccicessci.crsocccceccek ncocdernsaeecc tec 375,000 

Reclassification of construction and other SUPpLies ...........cccccesceceeesesees 1,551,000 


61,527,000 55,855,000 


Working Capital applied to - 
Loss for the year excluding items not affecting working capital ........... 274,000 » 


Land, buildings, equipment and construction in Progress ............ccse0eees 18,947,000 34,461,000 
Exploration, development and preproduction expenditures (net) 

excluding items not affecting Working Capital .............ccseesseesseeeceseeees 17,791,000 22,961,000 
Construction and othel SuppNeS 2...5..2. ee 944,000 
Investment in aSSOCIated COMPANIES 6.05.26. .sciesecesateccetscsisceecersscenssepssees 7,557,000 | 
Reduction in non-current portion of long term debt ............ccccceseeeeeeee 7,875,000 — 


52,444,000 58,366,000 


increase (decrease) in working capital position ..................::::0sseeseeeeenseeennees 9,083,000 (2,511,000) 
Working capital deficiency at beginning of year ..................cccceseseceeeceeteeeeees 10.874.000 8 363.000 


Working capital deficiency at end of year ..............ceecccsseceseecesrestseeseaeeesnes $ 1.791.000 $10874000 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 1977 
Expressed in U.S. dollars 


1. 


Summary of Significant Accounting Policies 


(a) 


(b) 


(c) 


(d) 


(f) 


Principles of consolidation 

The consolidated financial statements include the financial statements of all subsidiary companies, the 
more significant of which are Tara Mines Limited, Tara Prospecting Limited and Dowth Investment 
Holdings Limited. 


Investment in associated company 

The investment in associated company, consisting of shares in Northgate Exploration Limited, is 
accounted for on the equity basis from July 12, 1977, the date on which the company increased its 
interest from 7.3 percent to 21.8 percent. 


Currency translation 
The company’s policies with respect to the translation of currency balances other than those in United 
States dollars are as follows: 


(i) Current assets (other than inventories stated at cost), non-current advances and liabilities (other 
than items covered by forward contracts), at year end rates. 


(ii) All other assets together with related depreciation and minority interest, at historical rates. 


(iii) Revenue and expense transactions including deferred development transactions (other than dep- 
reciation), at the average rate of exchange prevailing during the year. 


(iv) Monetary items covered by forward contracts, at the rates specified in those contracts. 


Gains or losses resulting from translation of foreign currencies are included in other assets and deferred 
charges. 


Fixed Assets 

Fixed assets, other than land not used for mining, are depreciated over the shorter of the expected useful 
lives of the assets or the life of the mine. The straight life method of calculation is used but the amount 
charged in the preproduction period has been reduced due to the low level of activity in the plant. 


Exploration, development and preproduction expenditures deferred 


Exploration, development and preproduction expenditures are deferred with the intention of amortizing 
these expenditures, together with lease acquisition costs, against revenues expected to be derived from 
future productive operations. 

Inventories 

Inventories of concentrates and ore in stockpile are stated at the lower of cost and net realizable value. 
Inventories of supplies are stated at the lower of cost and replacement cost. 


Commencement of Production 

The running-in of the plant commenced in June, 1977 and production reached commercial quantities at the 
end of December, 1977. All operating costs less revenues from concentrate sales are included in exploration, 
development and preproduction expenditures deferred. 


Inventories 


Inventories at December 31, 1977 consist of the following: 


Concentrates OF ANd cies $2,783,000 
Oe tease 2,014,000 
Sec Lr 4,187,000 


$8,984,000 
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4. Investment in Associated Company 


The investment in associated company consists of 1,501,714 shares (1976 — 501,714 shares) in Northgate 
Exploration Limited. The carrying value at December 31, 1977 is as follows: 


Investment at COST 65s $11,855,000 
Less 
Dividends received in Veal oi .s hier ee $375,000 : 
EQuity in 1058 FOr VOOR oo. hecho 560,000 935,000 
Carrying value at December 31,1977 .....ic.ccsccccoescscccs ceccseceretscn es $10,920,000 


The excess of the cost of the shares of Northgate Exploration Limited over their underlying net book value 
at acquisition has been allocated in part to investments ($416,000) and in part to the Tynagh mine 
($1,075,000). The portion allocated to the mine is being amortized on the basis of production over the 
estimated life of the mine. 


The shares held at December 31, 1976 were stated at cost of $4,298,000. The hagas market value 
at December 31, 1977, was $6,173 000 (1976-$2,430,000). 


5. Other Assets and Deferred Charges 


1977 1976 
Exploration, development and preproduction a ee 
expenditures GOfErred oo cie ieee ncie ge $71,923,000 $49,529,000 
State mining lease, at cost (note 10) i. 6,069,000 \ 6,069,000 
Construction and other supplies, at the lower of cost 
and replacement Cost... 1,551 000 
$77,992,000 $57,149,000 
6. Long Term Debt 
1977 1976 
Project financing ——— 
Bank loans (note 6 (4)) 1.000306, $108,511,000 $71,780,000 
Vendor credit (note 6 (4)) 2... 30,000,000 14,432,000 
Subordinated loan (note 6 (b)) 2.0... 4,083,000 4,079,000 
142,594,000 90,291,000 
ess amount due within one year ..2... 4. 7,875,000 
134,719,000 90,291,000 
Other 
Bank loan (note G.{c)) oe 7,266,000 
$141,985,000 $90,291,000 


(a) Project bank loans and vendor credit 


(i) The bank loans of $108,511,000 to Tara Mines Limited at December 31, 1977 represent borrowings 
from a consortium of banks led by the Toronto-Dominion Bank under a Bank Loan Agreement 
dated May 13, 1976 as amended by a Supplemental Loan Agreement dated August 10, 1977. This 
entitles Tara Mines Limited to borrow up to $112,000,000 (subject to possible increase to 
$120,000,000) prior to April 1, 1978 with interest at 1-7/8 percent above (and after April 1, 
1978 at 2 percent above) the London inter-bank rate for Euro-dollar loans with a commitment 
fee of 0.5 percent per annum on the unused portion of the loan. 
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Long Term Debt (continued) 


(b) 


(c) 


(ii) Vendor credit borrowings of $30,000,000 by Tara Mines Limited at December 31, 1977 represent 
_ borrowings from the Canadian Federal Government's Export Development Corporation (E.D.C.) 
under a Loan Agreement dated May 13, 1976 which entitles Tara Mines Limited to borrow up to 
$30,000,000. The interest rate payable for the remaining term of the agreement is 9% percent 
(nine and three quarters percent) per annum. 


(iii) A standby facility of $15,000,000 has been arranged by Tara Mines Limited with the Bank of 
Nova Scotia in the event of cost overruns. The commitment fee payable to the lender with respect 
to the standby facility is 0.5 percent per annum. 


(iv) Security for the bank, vendor credit and standby loans is as follows: 


(a) A first and fixed specific charge on certain property and assets of Tara Mines Limited and a 
floating charge on its undertaking and its remaining property and assets. 


(b) An unconditional guarantee of the company for the full amount of all loans and the pledge 
by the company of all its shares in Tara Mines Limited. 


(c) Repayment of the amounts drawn down under the standby facility of $15,000,000 has been 
guaranteed severally and not jointly by Charter Consolidated Limited as to 28 percent, 
Cominico Ltd. as to 28 percent, Noranda Mines Limited as to 28 percent and Northgate 
Exploration Limited as to 16 percent. 


Tara Mines Limited has agreed to pay to the guarantors a commitment fee of 1 percent per 
annum in respect of this guarantee. An additional commitment fee would be payable on 
the portion, if any, drawn down under the standby facility. 


(v) Repayment of the loans 


(a) The bank consortium loan is to be repaid in seventeen principal payments, the first such 
payment to be made on July 20, 1978 and the last on July 20, 1982 when the loan matures, 
subject to prior or advance payments. 


(b) The E.D.C. loan is to be repaid by thirty-two fixed principal payments, the first such payment 
to be made on July 20, 1978 and the last on April 20, 1986 when the loan matures, subject to 
prior or advance payments. 


(vi) Among other convenants, the loan agreements contain certain restrictions relating to working 
capital and the payment of dividends by Tara Mines Limited. 


Subordinated loan 

The subordinated loan is repayable by Tara Mines Limited in Canadian dollars to the Minister 
for Industry, Commerce and Energy of Ireland. The loan is evidenced and secured by promissory notes 
and is subordinate to all financing arrangements entered into for the development of the Navan Mine. 
It carries interest calculated on the same basis as the interest on the project bank loans. Both principal 
and interest on the loan are payable in six semi-annual instalments to the lender following the repayment 
of the project bank loans by Tara Mines Limited. 


Other bank loan 
The bank loan of $7,266,000 represents borrowings under an agreement dated July 19, 1977 with an 
entitlement to borrow up to $8,000,000. The interest rate payable on the amount outstanding is 1% 


percent above the London inter-bank rate for Euro-dollar loans. 


Security for the loan consists of an unconditional guarantee of the company for the full amount of the 
loan together with a pledge of the investment of shares in Northgate Exploration Limited. The maturity 
date of the loan is July 31, 1981. 
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10. 


1. 


12. 


13. 


Capital Stock 


(a) Warrants 
During 1974, the company with the assistance of Noranda Mines Limited arranged a $6,000,000 bank 
line of credit. In consideration for Noranda’s assistance in arranging this line of credit, the company 
issued to Noranda five-year warrants to subscribe for 100,000 shares of the company’s capital stock at 
Cdn. $16.00 per share. — 


(b) Employees’ stock options 
Pursuant to the employees’ stock option plan, options may be granted on up to 250,000 shares of the 
company’s capital stock at prices not less than 90 percent of the market value of the shares on the dates 
the options are granted. 


At December 31, 1977 options were outstanding as follows: 


No. of shares Price per share Exercisable 
20,000 Cdn. $22.95 : May 1, 1974 to April 30, 1979 


2,000 shares were issued for Cdn. $32,860 cash in exercise of employees’ stock options during 1977. 
Capital Commitments 


The company’s subsidiary, Tara Mines Limited, is committed to capital expenditures in the amount of 
$966,000. 


Contingent Liabilities 


(a) No provision has been made in the financial statements for claims by contractors amounting to 
$2,892,000. These claims are considered excessive and their validity is being contested. — 


(b) Discounted bills receivable at December 31, 1977 amounted to $3,973,000. 


State Mining Lease 


The company’s subsidiary, Tara Mines Limited, holds a State Mining Lease which extends for twenty-five 
years froin September 1, 1975. A royalty based on profits derived from the rights under lease is payable 
annually to the lessor. 


Loss per Share 

The loss per share for 1977 is 24 cents (1976 - 4 cents). 

Subsequent Events . 

Subsequent to the year end, there has been a decrease in zinc and lead metal prices and problems have been 
encountered in marketing zinc concentrates. As a result, it is possible that some amendments to the senior 
financing arrangements will be necessary. 


Other Statutory Information 


Direct remuneration of the company’s directors and senior officers (as defined by the Business Corporations 
Act, Ontario) amounts to $230,548 for the year ended December 31, 1977 (1976 - $263,884). 


TARA MINES LIMITED 


DIRECTORS 


N. B. DHONAU 
Dublin, Ireland 
Geological Survey of Ireland 


D.S. FLYNN 
Dublin, Ireland 
Retired Civil Servant 


MATTHEW GILROY 
Dublin, Ireland 

Vice President 

Northgate Exploration Limited 


BRENDAN HYNES 
Dublin, Ireland 

Deputy Chairman and 
Chief Executive Officer 


WILLIAM JAMES 
Toronto, Canada 
Executive Vice President, 
Noranda Mines Limited 


MICHAEL McCARTHY 
Ballinasloe, Ireland 

President 

Tara Exploration and Development 
Company Limited 


JOSEPH V. McPARLAND 
Dundalk, Ireland 
Secretary/Treasurer 

Tara Exploration and Development 
Company Limited 


HUGH MURPHY 
Leicester, England 

Joint Managing Director, 
Murphy Securities Limited 


PATRICK J. MURPHY 
Leicester, England 

Joint Managing Director, 
Murphy Securities Limited 


MURROGH V. OBRIEN 
Dublin, Ireland 

Executive Vice President 
and General Manager, 


Tara Exploration and Development 
Comnanvw | imited 


A. A. PAKENHAM-WALSH 
Dublin, Ireland 
Professor, Trinity College 


JOHN J. TULLY 
Meath, Ireland 
Secretary 


OFFICERS 
MICHAEL McCARTHY, 


Chairman 


BRENDAN HYNES, 


Deputy Chairman and 
Chief Executive Officer 


JOHN J. TULLY 


Secretary 


GORDON H. MONTGOMERY 
Vice President and 
General Manager — Operations 


FRANK A. DONNELLAN 


Financial Controller 
Alternate Directors 


SY OUNEYOEIEER 
Dartmouth, England 

Managing Director, Sme/ter 
Corporation of Ireland Limited 


JOHN A. HALL 

Toronto, Canada 

Vice President Mine Projects, 
Noranda Mines Limited 


PATRICK J. HUGHES 
Dublin, Ireland 

President 

Northgate Exploration Limited 


PETER McALEER 

Dublin, Ireland 

Vice President, 

Northgate Exploration Limited 


HEAD OFFICE 


162 Clontarf Road, 
Dublin, Ireland 
Telephone 332211 
Telex 5881 IBAM — El 


MINE OFFICE 
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County Meath, Ireland 
Telephone 21927 
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Dublin 1. 
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